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P I N I O N__----

T h i s  ameal is made pursuzr,t t o  sec t i on  2566’7 of
tne Revexue  a_z.d T*j;ation Code from the action of the Fzamhise
Tax Board om the Protests of EasterrL-Colmbia,  Inc, I against
p-O~.O SE?L assessr?,eZ.ts  of additional. franchise. tax 32 the .zilo122tss’
o f  $4598038 azd $3,010,31 for the- income years ended
February  28, 199, and 1959 ,  respec t ive ly .

i.

The sole question raised by this appeal is whether
c e r t a i n  e~qezditwes  raade by a;cpel.la_~t duricg the inco~o yea,rs
on a-ppeal were pro-oerly deducted as eqe-rises,, or whethe-  those
e_mo;&<ts  represe;;ted  depr eciable ca9ita.l ewecditu?es,

f_pp  eli a2t j a California coqoratioz created in 1903,
i s  the oli’ier or. A rlu+--erolzs parcels of real estate. One of its
holdi-;l~s IS a twelve-story building constructed in 1930 ic
do:,.Tp_to:Ll  Los  _?k2celes! C$JiToyp_ia, _iTfltil  1957 _L’fiat -ouild.i_lg
‘housed a A1 Tell-kim-,m  dep aX?tXeYlt store  operated by ap~elli~?_-~~
The top fou.2 floors of that building have been leased out to
a tenant sikce‘ 1955;

In Xay 1957
the de? artrae;it store,

.
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Acmea?_ of Eastern-Columbia, Inc,

converting t'ne building into ax office buildiq. In this
Connection appellant installed central air COMitiO2iilg,
autonatii elevators and new electrical M_Ki_ng,  cre:ateG
individual offices on most floors, and remodeled the lobby of
the building, When a tenant for so~,~rq _oo_rt-jon of t?:e b;ll_i>_ding
was located, aggellalit ~rould make addi$iohal changes necessa,ry
to adaQt the building facilities
of tha: tenant.

to tne specific requilements
The conversion program 172s substaxitially

.completed by February 28,]T'gsg;
- -

As each phase of the w~‘rk was completed, the :
contractors su'mxitt& their itemized billings to a;?pellant.
);t the end of each income year anoellant 3 accoTnt.zxts z.Eal~J&d
the itemized statements. -They ti*eated disbursements for such

items as rqain-bicg, patchiilg, clea;wLp, demolition and removal
of debris as deductible expenses, s.116 cqitalized the remainiilg
e~-nenditu-?es.s The resulting totals reported for-tax pwposes
w&3 as I"0iihs:





because of the tirrie it took to  fi”in$i tenzqts and to  ad@t t h e.f acilit;es to their sg ecific -tY~sinesses  I Nsv&?%hel_ess the
eq enditures which appellant has characterized as repa.Tr
exq3enses were a11 nade pursuant to a g.eneral plan to chz3ge
the use of the building;,
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